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(54) System and method for automated electronic scrip transactions 

(57) A system and method for performing and set- 
tling an electronic scrip transaction between a merchant 
and a member includes a database storing accounts for 
one or more participating merchants, scrip distributors, 
sponsoring organizations, and members. The system 
also includes merchant terminals, scrip distributor ter- 
minals, sponsoring organization terminals, and a sys- 
tem manager terminal, which are interconnected to one 
another, as well as to the database, over a network, and 
a member scrip card, such as a magnetic stripe card or 
a smart card. Transaction information, including the 
transaction amount, is entered at a merchant terminal 
and sent over the network to a scrip distributor terminal 
or system manager terminal, and the member's account 
is automatically debited by the transaction amount 
Additionally, merchant loyalty point credit or tuition 
credit can be awarded and stored for the member in 
connection with the transaction amount. The mer- 
chant's account is automatically credited with a mer- 
chant portion of the transaction amount and the 
accounts of one or both of the scrip distributor and the 
sponsoring organization are credited with respective 
portions of the balance according to percentages on a 
look-up table also stored in the database. 




o. 

UJ 



Priftad by Xarnt (UK) Business 
2.16.7/16 



1 



EP 0 959 440 A2 



2 



Description 

Cross Reference to Related Applications 

[0001 ] This application claims the benefit of U.S. Pro- 
visional Patent Application Serial No. 60A)86,603 f fled 
May 22, 1998. 

Field of the Invention 

[0002] The present invention relates to electronic scrip 
transactions and more particularly to a system and 
method for performing and settling transactions using 
an automated electronic scrip. 

Background of the Invention 

[0003] T>rpk^ly.scr*pisapapercer«icatethatissold 
by organizations to raise funds. In practice, a scrip dis- 
tributor acquires the scrip from participating merchants 
and sells the scrip to an organization at an organization 
discount. In turn, the organization sells the certficates 
at face value to holders for a profit The holders then 
exchange the face value of the scrip for goods or serv- 
ices from the participating merchants. The participating 
merchants redeem the scrip with the distributor at a 
deeper, merchant discount, and the distributor also 
makes a profit. Operationally, the distributor must main- 
tain accounts for its scrip sales to each of the different 
organizations and for its scrip redemptions by each of 
the participating merchants. Similarly, the organizations 
and participating merchants must also maintain 
accounts on their scrip activity. 
[0004] Since the scrip is traditionally a hard currency 
substitute, the scrip sales and scrip redemptions must 
be recorded in a bookkeeping manner and then settled 
to the accounts of the distributor, the organizations and 
the participating merchants. The labor required to man- 
age the various accounts, together with the inherent 
float time associated with completing a transaction, 
jeopardize the feasibility of these accounts since the 
prof it margins are small. In addition, the certificates are 
subject to counterfeiting, because the paper certificates 
do not have all of the security features of regular US. 
currency. 

[0005] Scrip is traditionally a paper certif icate that can 
be used as money to purchase goods or services. In the 
past, scrip has been used as paper money issued for 
temporary emergency use, such as in war times. How- 
ever, more recently, scrip is used somewhat like a cou- 
pon or gift certificate and is sold by organizations for the 
purpose of raising funds. In a typical fund raising proc- 
ess, a scrip distributor, such as the National Scrip 
Center (NSC), a non-profit center run by the Diocese of 
Santa Rosa. CA.. makes bulk purchases of discounted 
scrip from any number of over 300 participating local 
and nationwide businesses, such as The Gap. The dis- 
count may vary up to about 30 percent, depending on 



the terms of the deal that the scrip cfistributa is able to 
negotiate with a particular business. — 
[0006] After purchasing the scrip at a discount the 
scrip distributor sells the discounted scrip to fund-rais- 

5 ing organizations at a dstributfon price equal to the dis- 
counted price plus a small handling fee. The fund- 
raising organizations then sen the scrip to their mem- 
bers at ful value. Thus, the fund-raising organizations 
collect the difference between the full value of the scrip 

ro and the distribution price. For example, a scrip distribu- 
tor negotiates a deal with a local grocery store to pur- 
chase focal grocery store scrip at a 6 percent discount 
[0007] In the foregoing example, the scrip distributor 
then keeps 2 percent as a handing fee and sells the 

15 focal grocery store scrip to organizations at a 4 percent 
discount The focal organizations then see the scrip to 
their members for full value, leaving the organizations 
with a 4 percent profit So, in this example, if the scnp 
certificate has a $100 value, the scrip distributor pur- 

20 chases the scrip for $94 and sells it to the organizations 
for $96. The organizations sell the scrip certificate to 
their members for the full $100 value, leaving the organ- 
ization with a $4 profit for each scnp certificate sold. 
[0008] Scnp is advantageous in fund-raising, because 

25 it can be used as a money substitute for goods that a 
consumer is already going to buy. This is in contrast to 
other traditional fund raising events that require dona- 
tions, such as telethons, or that require the consumer to 
purchase items that they do not really need, such as 

30 cookie sales. The scrip distributed by NSC. for example, 
can be used to purchase practically anything, including 
groceries, toys, household goods, restaurant meals, 
and bus, train or airline tickets. 
[0009] The current scrip system, however, has a 

35 number of drawbacks. The current system for distribu- 
tion of, and accounting for, traditional scrip is time-con- 
suming and arduous, as the paper certificates are 
transferred from the participating stores to the distribu- 
tors, the organizations, and finally to the consumers. 

40 Typically the distributor pays the participating mer- 
chants on a weekly or monthly basts for scnp. Scrip is 
sent from each merchant to the distributor, who must 
manually sort and fie the various types of scrip. With 
the receipt of orders from the numerous organizations. 

45 the various merchants' scrip is accumulated for each 
order and then sent back to the ordering organization. 
Thus, the current system is essentially an antiquated, 
manual process. 

[0010] Further, the current system allows for the cis- 
50 trfoutors' resources to be wasted, as there is a sizable 
pool of scrip in float for a lengthy time period. Since the 
distributors pay for the scrip up front, the scnp is in float 
until the time that it is purchased by an organization. 
Even when a distributor has a check in hand from an 
55 organization, it may take days before the check amount 
is credited to the distributor's account. Thus, the distrib- 
utors lose cash flow due to their inventory of scrip. 
[001 1 ] Moreover, because it is a paper money substi- 
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tute. scr'p has all of the disadvantages of paper money. 
Scrip is subject to counterfeiting, because the paper 
certificates do not have ail of the security features of 
regular U.S. currency, such as special paper. Also, it 
may be easily mutilated or destroyed, such as by leav- 
ing it in a garment pocket that goes through a washing 
machine. Additionally, consumers may find it <£fficutt to 
keep track of their scrip, as it comes in many different 
shapes and sizes. Some scrip distributors even issue 
special wallets just to keep track of scrip certificates. 
[0012] Additionally, a consumer may be able to use 
scrip only at the specific business that issued the scrip. 
This is especially true because of the varying discount 
rates granted by the different businesses. These dis- 
count rates may vary from region to region, or even from 
store to store. Thus, it is inconvenient for consumers to 
make sure that they have the proper scrip with them, 
depend ng on where they are going. 

Summary of the Invention 

[0013] It is a feature and advantage of the present 
invention to provide a system and method tor auto- 
mated electronic scrip transactions which utilizes a 
generic scrip that can be used at all participating mer- 
chants, thus eliminating the need for merchant specific 
scrip accounts or certificates. 
[0014] It is another feature and advantage of the 
present invention to provide a system and method for 
electronic scrip transactions which automatically settles 
and records scrip transactions and eliminates manually 
intensive, time consuming sorting, f fling and accounting 
for scrip certificates. 

[0015] It is an additional feature and advantage of the 
present invention to provide a system and method for 
electronic scrip transactions which utilizes a scrip card 
for use at a merchant's terminal similar to a debit card, 
which avoids the inconvenience and risks associated 
with carrying bulky paper certificates. 
[0016] ft is a further feature and advantage of the 
present invention to provide a system and method for 
electronic scrip transactions in which a member pays for 
scrip creolls direct from the member's checking or sav- 
ings account without directly involving the participating 
organization in scrip transfers and thus reduces the 
complexity of the relationships and accounting. 
[0017] It is a still further feature and advantage of the 
present invention to provide a system and method for 
electronic scrip transactions which shifts the advantage 
of float time on the discounted value of scrip from partic- 
ipating merchants to participating distributors but off- 
sets this shift in terms of the overhead associated with 
accounting for the scrip transactions, since accounting 
for scrip transactions is no longer an overhead item for 
the merchant. 

[0018] It is an additional feature and advantage of the 
present invention to provide a system and method for 
electronic scrip transactions which combines the scrip 



program with a merchant loyalty program, for example, 
as a differentiator between merchants. — 
[0019] ft is another feature and advantage of the 
present invention to provide a system and method for 

5 electronic scrip transactions in which furnishes a mech- 
anism for awarding, for example, college tuition credits 
in exjunction with the merchant loyalty program that is 
combined with the scrip program. 
[0020] To achieve the stated and other features. 

10 advantages and objects of the present invention, an 
embodiment of the present invention provides a system 
and method for performing and settling a transaction 
between a merchant and a member using either mer- 
chant specific or generic electronic scrip. The system 

15 and method for an embodiment of the present invention 
makes use of a database storing accounts, for example, 
tor one or more merchants, scrip distributors, sponsor- 
ing organizations, and members. The system and 
method of an embodiment of the present invention also 

20 includes terminals tor one or more merchants, scrip dis- 
tributors, sponsoring organizations, and a system man- 
ager, which are interconnected to one another, as well 
as to the database, ever a network. The member is pro- 
vided with a scrip card, such as a magnetic stripe scrip 

25 card or a smart scrip card. 

[0021] In an embodiment of the present invention, the 
member selects goods or services for a transaction with 
a participating merchant Information relating to the 
transaction, including a transaction amount, is received, 

30 for example, by entering the information at a terminal, 
such as the merchant terminal. The transaction informa- 
tion that is entered at the terminal also includes data 
from the member's scrip card, such as the magnetic 
strpe scrip card, or data from an application on the 

35 smart scrip card. The data that is entered from the scrip 
card includes, for example, data identifying the member 
and the member's account such as an account number 
for the member. 

[0022] In an embodiment of the present invention, the 

40 transaction information, including the transaction 
amount, the member identif ication, such as the member 
account number, as well as a transaction request and 
an identification of the merchant, is automatically sent 
from the merchant terminal, for example, over a network 

4$ to at least one of a system manager at the system man- 
ager terminal and a scrip distributor at the scrip distrib- 
utor terminal. When the transaction information is 
received at either the system manager terminal or the 
scrip distributor terminal, the receiving entity automati- 

so cally confirms the member and merchant identification 
and also confirms that there is a balance in the member 
account adequate to cover the transaction amount. The 
member account is either a scrip account storing scrip 
credits, or the member account can also be a checking 

55 account or a savings account of the member. 

[0023] In an embodiment of the present invention, 
when the member account balance is confirmed, the 
member account, such as the scrip account, the check- 
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ing account or the savings account, is automatically 
— debited by the transaction amount. At the same time, 
merchant loyalty point credit is automatically stored tor 
the member in connection with the transaction amount 
for example, in a merchant loyalty account, and when 
the a threshold level of stored loyalty point credit is 
attained, tuition credit for the member in connection with 
the transaction amount is also stored, for example, in a 
tuition credit account of the member. For the member's 
scrip account data representing member scrip credit is 
pre-stored for the member in the member's scrip 
account by transferring member scrip credit from at 
least one of a sponsoring organization account and a 
scrip distributor account in exchange for monetary value 
from the member, such as cash or check or debiting the 
member's checking or savings account Likewise, data 
representing sponsoring organization scrip credit is 
stored in the sponsoring organization's account by 
transferring organization scrip credit from the scrip dis- 
tributor account In turn, data representing distrixitor 
scrip credit is stored in the scrip distributor account by 
purchasing the distrixitor scrip credit from the partici- 
pating merchant 

[0024] In an embodiment of the present invention, 
when the member's account is debited by the transac- 
tion amount a confirmation of the debit is automatically 
sent to the merchant at the merchant terminal over the 
network by at least one of the system manager at the 
system manager terminal and the scrip distributor at the 
scrip distributor terminal. A predetermined merchant 
portion of the transaction amount is also credited, for 
example, by the system manager or the scrip distrixitor 
to the merchant account according to a predetermined 
merchant percentage of the transaction amount The 
predetermined merchant percentage is determined by 
automatically consulting a look-up table stored in the 
database that is coupled over the network, for example, 
to the system manager terminal and the scrip distrixitor 
terminal. 

[0025] In an embodiment of the present invention, 
when the predetermined merchant portion is credited to 
the merchant account a predetermined balance portion 
of the transaction amount is also automatically credited 
to at least one of the sponsoring organization account 
and the scrip distributor account The predetermined 
balance portion for the scrp distributor account is auto- 
matically determined according to a predetermined 
scrip distributor percentage of the transaction amount 
In turn, the predetermined scrip distributor percentage 
is in determined by automatically consulting the look-up 
table that is stored in the database. Likewise the prede- 
termined balance for the sponsoring organization 
account is automatically determined according to a pre- 
determined sponsoring organization percentage of the 
transaction amount However, the balance portion for 
the sponsoring organization is reduced by deducting 
any percentage of the transaction amount previously 
received by the sponsoring organization. 



[0026] Additional objects, advantages and novel fea- 
tures of the present invention will be set fortlvin part in 
the description which follows, and in part wdl become 
more apparent to those skilled in the art upon examina- 
5 tionof the following or may be learned by practice of the 
invention. 

Brief Description of the Drawings 
10 [Q027] 

Fig. 1 shows a schematic overview of key compo- 
nents and the flow of information between the key 
components for an embodiment of the present 

75 invention; 

Fig. 2 is a schematic diagram which provides fur- 
ther detail regarding the components and the flew 
of information shown in Fig. 1 for an embodiment of 
the present invention; 

20 Fig. 3 is a table which shows examples of the types 
of information stored in the system manager data- 
base for an embodiment of the present invention; 
Fig. 4 is a flow chart which amplifies the flow of 
information shown in Figs. 1 and 2 and provides fur- 

26 trier detail regarding the process of signing up for 
the automated scrip transaction system for an 
embodiment of the present invention; 
Fig. 5 is a flow chart which amplifies the flow of 
information shown in Figs. 1 and 2 and provides fur- 

30 ther detail regarding the process of buying and sell- 
ing automated electronic scrip for an embodiment 
of the present invention; 

Fig. 6 is a flow chart which amplifies the flow of 
information shown in Figs. 1 and 2 and provides fur- 

35 ther detail regarding the process of consummating 
an automated electronic scrip transaction with a 
scrp card at a participating merchant for an embod- 
iment of the present invention; and 
Fig. 7 is a flow chart which amplifies the flow of 

40 information shown in Figs. 1 and 2 and provides fur- 
ther detail regarding the process of settling the 
automated electronic scrp transaction for an 
embodiment of the present invention. 

45 Detailed Description 

[0028] Referring now in detail to an embodiment of the 
present invention, an example of which is illustrated in 
the accompanying drawings, Fig. 1 shows a schematic 

so overview of key components and the flow of information 
between the key components for an embodiment of the 
present invention. The automated electronic scrp sys- 
tem and method for an embodiment of the present 
invention makes use of an electronically controlled sys- 

55 tern for the distribution and accounting of scrip, for 
example, between merchants 2, distributors 4, and 
organizations 6, that can be managed, for example, by 
a system manager 8. Further, the system and method of 
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the present invention utilizes a generic scrip that can be 
used at all participating merchants 2. A distributor 4, 
such as the National Scrp Center (NSC), works with the 
system manager 8, which can be a financial institution, 
such as Citibank, to set up a database that is seg- 
mented by organization. 

[0029] Fig. 2 is a schematic diagram which provides 
further detail regarding the components and flow of 
information shown in Rg. 1 for an embodiment of the 
present invention. The database 10 is networked 14, 
interconnecting merchants* terminals 24, distributors' 
terminals 25, organizations' terminals 20, consumers 
12 and any other participant in the automated electronic 
scrip system. An entity, such as the system manager 8, 
maintains a scrip clearing center with data processing 
resources, including one or more signal processing 
units with associated signal memory tor providing on- 
line storage of scrip accourts for each of the scrip par- 
ticipants, including the distributor 4, scrip purchasing 
organizations 6, participating merchants 2, and mem- 
bers 12. In order to allow the settlement of each partici- 
pant's purchase and/or redemption of the certificates, 
each scrip account participant also maintains at least 
one account for example, with the financial institution 8. 
[0030] Each of the participants in the system for an 
embodiment of the present invention has on-line access 
via network 14 to the scrip clearing center maintained, 
for example, by the system manager 8 for the purposes 
of completing and recording their scrip transactions and 
for reviewing their account balances. The transaction is 
then cleared, among the remaining scrip account partic- 
ipants, for example, by the system manager 8 posting 
the credits or debits for the transaction to the proper 
participant's accounts. A further aspect of an embodi- 
ment of the present invention is to replace the scrip cer- 
tificate with a member's scrip card 22 which is used to 
identify the member 12. the members scrip accotnt 
and credit account, for example, with the financial insti- 
tution 8. 

[0031] Fig. 3 is a table which shows examples of the 
types of information stored in the system manager data- 
base 10 for an embodiment of the present invention. In 
addition to members' scrip accounts 19, distributors' 
scrip accounts 21 , and organizations' scrip accounts 23, 
under each organization 6 in the database 10 is also a 
list 16 of members 12 participating in the scrip program 
that are affiliated with the organization 6. There is also a 
discount table 18 set up in the database 10, completed 
with the discount rate negotiated between the distributor 
4 and each of the signed up participating merchants 2. 
The organization 6 has a terminal 20 which connects to 
the database 10, and an application on the organization 
terminal can interface with the organization's records, 
including the organization's consumer member records 
16 in the system manager database 10. 
[0032] Fig. 4 is a flow chart which amplifies the flow of 
information shown in Figs. 1 and 2 and provides further 
detail regarding the process of signing up for the auto- 



mated scrip transaction system and method for an 
embodiment of the present invention. A-consumer 12 
wishing to participate in the scrip program of the organ- 
ization 6 fills out an application at 81. The application 
5 requests information, such as organization name, con- 
sumer name, address, phone number, bank account 
number, credit card number, and other similar informa- 
tion. 

[0033] Another aspect of an embodiment of the 
10 present invention is an accounting system which is 
based on the use of the scrip card 22 issued to the scrp 
purchaser 12. The scrip purchaser 12. such as a mem- 
ber of a church parish, enrolls for the scrip card 22, for 
example, with the church as the sponsoring organize- 
rs tion 6, including the purchaser's agreement to have one 
of the purchaser's source accounts, such as a debit, 
credit, or checking account as the finding source to 
pay for scrip card purchases. The sponsoring organiza- 
tion 6 transfers or assigns the application to a third party 
20 distributor 4. The cand 22 can include a PIN number to 
identify the card, account and scrip purchaser 12. and 
can include some type of security provision, such as the 
PIN number. 

[0034] Referring further to Fig. 4, at S2, the consumer 

25 member 12 or the organization 6 submits the applica- 
tion to the distributor 4 and/or the system manager 8. At 
S3, the distributor 4 and/or system manager 8 enters 
the information into the database 10 and assigns the 
consumer 12 a scrip account number associated with 

30 the organization 6. At S4, the cfistrixitor 4 and/or sys- 
tem manager 8 also issues the consumer the card 22. 
such as a magnetic stripe card or smart card, associ- 
ated with that account. Thus, the consumer 1 2 is set up 
in the database 10 and may begin to participate in the 

35 scrip program. 

[0035] Fig. 5 is a flow chart which amplifies the flow of 
information shown in Figs. 1 and 2 and provides further 
detail regarding the process of buying and selling auto- 
mated electronic scrip for an embodiment of the present 

40 invention. At S11, the organization 6 buys the scrip up 
front by purchasing it from the distributor 4 or system 
manager 8 at a negotiated discount At S12. the distrib- 
utor 4 or system manager 8 then places the scrp credits 
in the account 23 of the organization 6 on the database 

45 10. This gives the organization 6 an amount of on-hand 
or pre-paid scrip in the organization's account 23, which 
can be tracked by the system manger 8 or distributor 4. 
[0036] Referring also to Rg. 5, once the member 12 is 
signed up and has a card 22, the member can give 

so cash, identify an account to charge, or write a check to 
the organization 6 to purchase a certain amount of scrip 
from the organization at S 13. Upon receiving the cash, 
account number or check, and possfoly clearing the 
check, at S1 4. the organization 6 uses the organize - 

55 tion's terminal 20 to transfer the scrip credit from the 
account 23 of the organization 6 to the account 1 9 of the 
member 12 on the networked system. Thus, the mem- 
ber 12 with the card 22 can go to one of the participating 
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merchants 2 and consummate a transaction. 
[0037] Fig. 6 is a flow chart which amplifies the flow of 
information shown in Figs. 1 and 2 and provides further 
detail regarding the process of consummating an auto- 
mated electronic scrip transaction with a scrip card at a 
participating merchant for an embodiment of the 
present invention. The transaction with the merchant 2 
using the scrip card 22 is somewhat similar to a typical 
credit or ATM type transaction. The member 12 selects 
goods and/or services which the member wishes to pur- 
chase from the participating merchant 22, and at S21, 
the scrip card 2 of the member is swiped in the mer- 
chant terminal 24 in a manner similar to a debit card. 
The card 22 can be a personal identification number- 
less (PIN-less) debit card, or the card can require a PIN. 
[0038] Referring again to Fig. 6. once the card is 
swiped, at S22. a transaction request is sent out from 
the merchant terminal 24 over the network 1 4 to the <fis- 
trfoutor 4 or system manager 8. At S23, the distributor 4 
or system manager 8 confirms the merchant number to 
see rf the merchant 2 is a participating merchant If the 
merchant 2 is valid and the credit in the member's 
account 19 is sufficient, at S24, the account is debited 
for the amount of the transaction. At S25, the distributor 
4 or system manager 8 then returns a signal back to the 
merchant 2, completing the transaction at the mer- 
chant's cash register. 

[0039] In an embodiment of the present invention, the 
member 12 uses the card 22 at participating merchants 
2 to buy goods at face value. Each purchase on the card 
22 is entered through the merchant on-line terminal 24 , 
such that all the details of the transaction, including for 
example, card number, amount, date, and merchant 
name, are provided to the system manager 8 or distrib- 
utor 4. The system manager 8 or distributor 4 maintains 
accounts 21, 17, and 23 for the sponsoring organization 
8. the card bearer 1 2, and the merchant 2, respectively. 
The system manager 8 or distributor 4 debits the fund- 
ing source of the card bearer 1 2 in the full amount of the 
purchase, credits the sponsoring organization 8 with a 
percentage of the full price, such as 5 to 10 percent 
credits the distributor's own account 19 with a percent- 
age of the transaction face value, such as 5 to 10 per- 
cent, and credits the merchant's account 23 with the 
balance remaining, such as 80 to 90 percent The sys- 
tem manager 8 or distributor 4 provides each of the 
account holders, namely the sponsoring organization 8, 
card bearer 12, and merchant 2, with account state- 
ments on a periodic basis, such as monthly. 
[0040] When the transaction is completed, the distrib- 
utor 4, or preferably the system manager 8. such as Cit- 
ibank, performs a settlement on that transaction. Fig. 7 
is a flow chart with amplifies the flow of information 
shown in Figs. 1 and 2 and provides further detail 
regarding the process of settling the automated elec- 
tronic scrip transaction for an embodiment of the 
present invention. At S31, the system manager 8 
accesses the discount table 18 on the database 10 to 



determine how to disburse the money from the transac- 
tion. For example, assume-that the merchant 2 in the 
above transaction agreed to a 95 percent settlement. 
Therefore, at S32, the system manager 8 sends a credit 
5 to the account of the merchant 2 for the agreed percent- 
age settlement or 95 percent of the value of the trans- 
action. 

[0041 ] Referring further to Fig. 7, at S33, the system 
manager also apportions the remaining 5 percent with 

10 an agreed portion going to the distributor 4, such as the 
National Script Center to help, for example, to support 
its work, and the remaining portion going to the organi- 
zation 6, after taking into account any percentage that 
the organization may have already received. For exam- 

is pie, assume that the agreed portion for the distributor 4 
is 1 percent of the transaction. Assume also, that the 
organization 6 already received 2 percent on the trans- 
action, based on the organization's transferring on-hand 
scrip credits from the organization's account to the 

20 account of the member 12. In such case, the amount 
going to the organization 6 after the merchant transac- 
tion is the remaining 2 percent of the transaction. 
[0042] To ilustrate further, assume that the member 
12 gives the organization 6 the sum of $100 for transfer 

25 into the member's scrip account 17. The organization 6 
transfers $100 worth of on-hand or pre-paid scrip credit 
from the organization's account 21 to the member's 
account 17. Assume also that the organization 6 paid 
the distributor 4 or system manager 8 the sum of only 

30 $98 for the $100 worth of scrip credit based on a pre- 
pay agreement with the distributor. The member 12 then 
goes to a participating merchant 2 and performs a $100 
transaction with the member's scrip card 22. The card 
22 is swiped in the merchant terminal 24, and the mer- 

35 chant number, member account number, and the 
amount of the transaction are sent over the network 14 
to the system manager 8. The system manager 8 veri- 
fies that the merchant 2 is a participating merchant, ver- 
ifies the account number of the member 1 2 and that the 

40 member's account 17 has enough credit in it to cover 
the transaction. 

[0043] Continuing with the ilustrative example, once 
all of this is approved, the system manager 8 sends the 
approval to the merchant 2. The merchant 2 completes 

45 the transaction and the member 12 buys the $100 worth 
of items. Meanwhile, the system manager 8 references 
the agreement of the distributor 4 with the merchant 2 
and sees that a 95 percent discount rate applies and 
transfers $95 into the merchant's account 23. The sys- 

so tern manager 8 then settles the remaining 5 percent or 
$5. The system manager 8 transfers a previously 
agreed upon amount, such as 1 percent or $1, into the 
distributor's account 19. Finally, the system manager 8 
knows that the organization 6 already received 2 per- 

55 cent, because the scrip in the member's account 1 7 was 
transferred from the organization's pre-paid or on-hand 
account 21. Thus, since the organization 6 already 
essentially received 2 percent or $2 on this transaction, 
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the system manager 8 sends the organization the 
remaining 2 percent or $2. Therefore, the settlement 
process for the $100 transaction is complete. 
[0044] In the foregoing example, the members 
account 17 showed a purchase of scrip of $100. In s 
another aspect of an embodiment of the present inven- 
tion, the organization 6 may have direct access to the 
member's account 17 by the agreement of the member 
12. The organization 6 can have access to the mem- 
ber's account 17, so that the organization can keep w 
track of the member's performance. For example, as 
part of the fund raising tor the organization 6, the mem- 
ber 1 2 may be required to buy a certain value of scrip in 
the year. If the member 12 does not make the required 
purchase, the organization 6 can notify the member 1 2, is 
because the member may be enjoying benefits from the 
organization for making a pledge to purchase a certain 
amount of scrip. For example, if the organization 6 is a 
school, the member 12 may be paying a reduced 
amount for tuition for the member's children in return tor 20 
the pledge. If the member 12 made a pledge, the organ- 
ization 6 can remind the member of the pledge. 
[0045] In an alternate embodiment of the present 
invention, the scrip system functions similarly to that 
descrbed above. However, the member 12 pays for the 2s 
scrip credit directly from the member's own account, 
such as a checking or savings account, rather than 
through the organization 6. Such an alternate embodi- 
ment can be referred to as a direct pay scrip system. In 
such embodiment, use of the scrip card 22 debits a so 
checking, savings, debit or credit account designated by 
the member 12. In this embodiment when a member 12 
uses the scrip card 22 for a transaction, the system 
manager 8 or distributor 4 receives the request and 
either automatically debits the account such as a debit 35 
or credit account. Alternatively, the system manager 8 
or distributor 4 checks the account tor fund availability 
and then debits the account such as the checking or 
savings account The remaining process steps are sim- 
ilar to those shown in Figs. 4, 6, and 7. 40 
[0046] The foregoing alternate embodiment allows the 
member 12 to use the scrip card 22 without having to 
make a special effort to designate certain funds for a 
special scrip account The member 12 is still affiliated 
with an organization 6 as indicated when the member 45 
signs up, and the organization still receives some bene- 
fit on all purchases made by the member. However, the 
organization 6 is not directly involved in the scrip trans- 
fer transaction, which reduces the complexity of the 
relationships and accounting. Further, the manpower so 
required by the organization 6 to participate in the sys- 
tem is likewise reduced. In essence, the alternate 
embodiment allows the organization 6 to concentrate on 
recruiting new members to the system, while still giving 
the organization all the benefits of the automated elec- 55 
tronic scrip system of the present invention. 
[0047] Another aspect of an embodiment of the 
present invention incorporates a merchant loyalty pro- 



gram with the electronic scrip transaction system of the 
present invention and provides a mechanism for award- 
ing, for example, tuition credit points for educational 
institution tuition, such as school or college tuition, in 
conjunction with the merchant loyalty program. For 
example, the sap system for an embodiment of the 
present invention is combined with a standard merchant 
loyalty program, and merchant loyalty points are main- 
tained on a smart card used as the scrip card 22 and/or 
on a database, such as database 10. 
[0048] In such aspect of an embodiment of the 
present invention, a merchant loyalty point account is 
maintained for the member 12, for example on the smart 
card used as the scrip card 22 and/or in the database, 
such as database 10, and the member is awarded loy- 
alty points by the participating merchant 2, for example, 
for each use of the member's sap card 22 in a transac- 
tion with the merchant. The member's merchant loyalty 
account can be accessed when the member 12 per- 
forms a transaction with the participating merchant 2 at 
the merchant terminal 24. and the loyalty points in the 
member's loyalty point account can be displayed, for 
example, at the merchant terminal 24. Thus, the mem- 
ber 12 can make a purchase from the merchant 2 using, 
for example, a combination of scrp aecfit cash, and/or 
redeemed loyalty points. 

[0049] Additionally, in such an aspect of an embodi- 
ment of the present invention, as merchant loyalty 
points accumulate in the member's loyalty point account 
to a predefined threshold level, an entity, such as the 
system manager 8. which can be a financial institution 
such as Citibank, also opens a tuition credit account for 
the member 12, for example, on database 10. Thus, as 
the member 12 is awarded loyalty points for purchasing 
merchandise or services from the participating mer- 
chant 2, the loyalty points are made into tuition credit 
points, which provides additional value to the member. 
Further, the participating merchant 2 and the financial 
institution receive the benefit of favorable publicity, and 
participation by the financial institution adds aedbiGty 
[0050] A further aspect of an embodiment cf the 
present invention is use of a smart card as the mem- 
ber's scrip card 22, which provides, for example, for 
authentication of the member 12 through the use of a 
digital certificate stored the smart card and the ability to 
sign a transaction with a public key on the card. Use of 
such a smart card as the scrip card 22 provides addi- 
tional security, for example, to storage on the scrip card 
of loyalty points in conjunction with the scrip program. 
[0051] In an embodiment of the present invention, a 
transaction with the saip card 22 appears no different to 
a member 12 than current merchant terminal transac- 
tions. However, with the use of the scrip card 22, the 
transaction receipt may contain a special report of the 
scrip account 17 balance, or a separate special receipt 
may be printed. Further, the scrip card 22 cannot be 
used at an automated teller machine (ATM) or at the 
merchant terminal 24 to withdraw cash in exchange for 
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the scrip credit value in the member's account 17. 
[0052] The automated electronic scrip system for an 
embodiment of the present invention allows the use of 
either generic scrip or merchant specific scrip. However, 
generic scrip is preferred, since it allows for greater flex- 
ibility, in that a member 12 can use it at any participating 
merchant 2 without the concern of having enough mer- 
chant specific sap in the member's account Neverthe- 
less, the system for an embodiment of the present 
invention is robust enough to allow for the use of mer- 
chant specific scrip. A distinction between the use of 
generic scrip and merchant specific scrip for an embod- 
iment of the present invention is that instead of having 
one scrip value in the member's account 17, in a mer- 
chant specific scrip system, the member 1 2 has numer- 
ous sub-accounts associated with specific merchants 
within the member's main account. Thus, when the 
member 12 purchases scrip, the member must desig- 
nate how to distribute the scrip among the sub- 
accounts. Alternatively, the scrip may go into a general 
account that can be accessed by the sub-accounts as 
necessary, such as when a sub-account does not have 
enough scrip. 

[0053] In this regard, an important aspect of the alter- 
nate embodiment direct pay scrip system described 
above is that separate sub-accounts are not required. 
Since the member's account 17 is directly debited in the 
direct pay scrip system, as long as the merchant 2 is a 
participating merchant, then the member 12 can use the 
scrip card 22 without the concern of having enough 
scrip credit in a merchant specific account The mem- 
ber's account 17 is simply debited the transaction 
amount with reference to the specific merchant 2. 
[0054] The system and method for an embodiment of 
the present invention has all of the benefits associated 
with the prior art scrp currency in terms of providing 
benefits to the sponsoring organization 6, while allowing 
the members 12 the fair market value for the scrp at 
participating merchants 2. In the prior art sop currency 
system, the merchants themselves sold the scrip to the 
distributor so as to have the advantage of "float time" on 
the discounted value of the scrip that they received ini- 
tially. With all other aspects being equal to the scrip cur- 
rency scenario, an embodiment of the present invention 
shifts the float time advantage from the merchant 2 to 
the distributor 4, but offsets this shift in terms of the 
overhead associated with accounting for the scrp trans- 
actions, since accounting for scrip transactions is no 
longer an overhead item tor the merchant 2. In adcftion, 
the card 22 provides overall security above that of a 
scrip currency in terms of lost currency, counterfeit and 
the Eke. Also, in addition to reducing the administrative 
overhead associated with otherwise manual account- 
ing, the system, for an embodiment of the present 
invention, has the advantage of any automated 
processing system in terms of settling accounts among 
the participants in near real time. 
[0055] Additionally, in an embodiment of the present 



invention, the scrip card 22 can carry the logos and/or 
UCC codes of the participating merchants 2. The logos 
remind the members 12 about the participating mer- 
chants 2 as well as providing advertising for the mer- 
s chants. Further, the electronic scrip system of an 
embodiment of the present invention eliminates the 
problem of the member 12 having to carry around bulky, 
paper scrip. In addition, an embodiment of the present 
invention promotes the use of generic scrip that can be 
w purchased by the member 12 based purely on value, 
without regard to having to plan ahead and divide the 
total purchase into dfferent merchants' scrip. Generic 
scrip eliminates the problem of a member 12 having to 
be concerned about having enough credit in a particular 
15 merchant's scrip. Thus, the present invention allows the 
member 12 to focus only on the total value of scrip 
credit in the member's account 17. 
[0056] Various preferred embodiments of the inven- 
tion have been described in fulfillment of the various 
20 objects of the invention. It should be recognized that 
these embodiments are iBustrative of the principles of 
the present invention. Numerous modifications and 
adaptations thereof will be readily apparent to those 
skilled in the art without departing from the spirit and 
25 scope of the present invention. Accordingly, the inven- 
tion is limited only by the following claims. 

Claims 

so 1. A method of performing a transaction between a 
merchant and a member with electronic scrip, com- 
prising: 

receiving information relating to the transaction 
35 between the merchant and the member, includ- 

ing a transaction amount; 
automatically debiting an account of the mem- 
ber by the transaction amount; 
automatically crediting a predetermined mer- 
40 chant portion of the transaction amount to an 

account of the merchant; and 
automatically crediting a predetermined bal- 
ance portion of the transaction amount to at 
least one of a sponsoring organization account 
45 and a scrip distributor account 

2. The method of claim 1, wherein receiving informa- 
tion further comprises entering the information at a 
terminal. 

50 

3. The method of claim 2, wherein entering the infor- 
mation further comprises entering the information 
at the terminal coupled over a network at at least 
one of a system manager terminal and a scrip dis- 
ss trfoutor terminal. 

4. The method of claim 2. wherein entering the infor- 
mation at the terminal further comprises entering 



8 



15 



EP 0 959 440 A2 



16 



the information at a merchant terminal. 

5. The method of claim 2, wherein entering the infor- 
mation further comprises entering data for the 
member from a scrip card at the terminal. 

6. The method of claim 5. wherein entering data fur- 
ther comprises entering the data for the member 
from a magnetic stripe scrip card at the terminal. 

7. The method of daim 5. wherein entering data fur- 
ther comprises entering the data from an applica- 
tion on a smart scrip card for the member at the 
terminal. 

8. The method of claim 5, wherein the data further 
comprises an account number for the member. 

9. The method of claim 1, wherein receiving informa- 
tion further comprises receiving the information by 
at least one of a system manager at a system man- 
ager terminal and a scrip distributor at a scrip dis- 
tributor terminal. 

10. The method of claim 9. wherein receiving the infor- 
mation further comprises receiving the information 
by the system manager at the system manager 
from a merchant terminal over a network. 

1 1 . The method of claim 9, wherein receiving the infor- 
mation further comprises receiving the information 
by the scrip distributor at the scrip distributor termi- 
nal from a merchant terminal over a network. 

12. The method of claim 1 , wherein receiving the infor- 
mation further comprises receiving a request for the 
transaction by at least one of a system manager 
and a sap distributor. 

13. The method of claim 12, wherein receiving the 
request by the system manager further comprises 
receiving the request by the system manager at a 
system manager terminal from a merchant terminal 
ever a network. 

14. The method of claim 12, wherein receiving the 
request by the scrip distributor further comprises 
receiving the request by the scrip distributor at a 
scrip distributor terminal from a merchant terminal 
over a network. 

15. The method of daim 12, wherein receiving the 
request further comprises receiving data identifying 
at least one of the member account and the mer- 
chant. 

16. The method of claim 1, wherein automatically deb- 
iting further comprises automatically sending a 



request for the transaction from a terminal over a 
network to at least-one of a system-manager at a 
system manager terminal and a scrip distributor at 
a scrip distributor terminal. 

5 

17. The method of dam 16, wherein automatically 
sending the request to the system manager further 
comprises receiving the request by the system 
manager at the system manager terminal. 

10 

18. The method of daim 17, wherein receiving the 
request by the system manager further comprises 
receiving data by the system manager identifying at 
least one of the member account and the member. 

75 

19. The method of daim 18. wherein receiving the data 
by the system manager further comprises confirm- 
ing a balance by the system manager in the identi- 
fied member account adequate to cover the 

20 transaction amount 

20. The method of dawn 19, wherein confirming the 
balance by the system manager further comprises 
confirming the balance by the system manager in at 

25 least one account of the member selected from a 
group consisting of a member scrip account, a 
member checking account and a member savings 
account 

so 21. The method of daim 16, wherein automatically 
sending the request to the scrip distributor further 
comprises receiving the request by the scrip distrib- 
utor at the scrip distributor terminal. 

35 22. The method of daim 21, wherein receiving the 
request by the scrp distributor further comprises 
receiving data by the scrip distributor identifying at 
least one of the member account and the member. 

40 23. The method of daim 22, wherein receiving the data 
by the scrip distributor further comprises confirming 
a balance by the scrip distributor in the identified 
member account adequate to cover the transaction 
amount. 

45 

24. The method of claim 23. wherein confirming the 
balance by the scrip distributor further comprises 
confirming the balance by the scrip distributor in at 
least one account of the member selected from a 

so group consisting of a member scrip account a 
member checking account and a member savings 
account. 

25. The method of daim 1 . wherein automatically deb- 
55 rting the member account further comprises auto- 
matically debiting at least one account of the 
member selected from a group consisting of a senp 
account, a banking account, and a checking 
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account 

26. The method of claim 25. wherein automatically deb- 
iting the member scrip account further comprises 
storing data in the member scrip account repre- s 
senting member scrip credit 

27. The method of claim 26, wherein the data repre- 
senting member scrip credit further comprises 
transferring the member scrip credit from at least w 
one of a sponsoring organization account and a 
scrip distributor account 

28. The method of claim 27, wherein transferring the 
member scrip credit from the organization account is 
further comprises storing data in the organization 
account representing organization scrip credit 

29. The method of claim 28, wherein storing the data 
representing organization scrip credit further com- 20 
prises transferring the organization scrip credit from 

a scrip distributor account. 

30. The method of claim 29, wherein transferring the 
organization scrip credit further comprises storing 25 
data in the scrip distributor account representing 
distributor scrip credit. 

31. The method of claim 30, wherein storing the data 
representing distributor scrip credit further com- so 
prises purchasing the distributor scrip credit from 
the merchant 

32. The method of claim 27, wherein transferring the 
member scrip credit from the scrip distributor ss 
account further comprises storing data in the scrip 
distributor account representing distributor scrip 
credit. 

33. The method of claim 32, wherein storing the data 40 
representing distributor scrip credit further com- 
prises purchasing the distributor scrip credit from 
the merchant 

34. The method of claim 1 , wherein automatically deb- as 
rting further comprises automatically sending con- 
firmation of the debit to the merchant. 

35. The method of claim 34, wherein automatically 
sending the confirmation further comprises auto- so 
maticaliy sending the confirmation to the merchant 

at a merchant terminal over a network. 

36. The method of claim 35, wherein automatically 
sending the confirmation further comprises auto- ss 
maticaliy sending the confirmation to the merchant 
terminal over a network by at least one of a system 
manager at a system manager terminal and a scrip 



cfistrbutor at a scrip distributor terminal. 

37. The method of claim 1, wherein automatically deb- 
iting further comprises automatically storing mer- 
chant loyalty point credit for the member in 
connection with the transaction amount 

38. The method of claim 37, wherein automatically stor- 
ing further comprises automatically storing tuition 
crecfit for the member in connection with the trans- 
action amount based on attaining a threshold level 
of stored loyalty point credit 

39. The method of ciaim 1, wherein automatically cred- 
iting the merchant portion further comprises auto- 
matically determining the merchant portion 
according to a predetermined merchant percentage 
of the transaction amount 

4a The method of claim 39, wherein automatically 
determining the merchant portion further comprises 
automatically consulting a look-up table for the pre- 
determined merchant percentage. 

41. The method of claim 40, wherein automatically con- 
sulting the look-up table further comprises storing 
the predetermined merchant percentage in the 
look-up table in a database coupled ever a network 
to at least one of a system manager terminal and a 
scrip distributor terminal. 

42. The method of claim 1. wherein automatically cred- 
iting the merchant portion further comprises auto- 
matically crediting the merchant portion of the 
transaction by at least one of a system manager 
and a scrip distributor. 

43. The method of claim 42, wherein automatically 
crediting the merchant portion by the system man- 
ager further comprises automatically crediting the 
merchant portion by the system manager at a sys- 
tem manager terminal coupled over a network to a 
database storing the merchant account 

44. The method of claim 43. wherein automatically 
crediting the merchant portion by the scrip distribu- 
tor further comprises automatically crediting the 
merchant portion by the sap distributor at a scrip 
cfistrbutor terminal coupled ever a network to a 
database storing the merchant account 

45. The method of claim 1 , wherein automatically cred- 
iting the predetermined balance portion to the scrip 
distributor account further comprises automatically 
determining the balance portion for the scrip distrib- 
utor account according to a predetermined scrip 
distributor percentage of the transaction amount 
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46. The method of claim 45, wherein automatically 
determining the balance portion for the scrip dstrto- 
utor account further comprise automatically con- 
sulting a look-up table for the predetermined scrip 
distributor percentage. s 

47. The method of claim 46. wherein automatically con- 
sulting the look-up table further comprises storing 
the look-up table in a database coupled over a net- 
work to at least one of a system manager terminal 10 
and a scrip cistributor terminal. 

48. The method of claim 1, wherein automatically cred- 
iting the predetermined balance portion to the 
sponsoring organization account further comprises is 
automatically determining the balance portion for 
the sponsoring organization account according to a 
predetermined sponsoring organization percentage 

of the transaction amount. 

20 

49. The method of claim 48, wherein automatically 
determining the balance portion for the sponsoring 
organization account further comprises automati- 
cally consulting a look-up table for the predeter- 
mined sponsoring organization percentage. 2s 

50. The method of claim 49, wherein automatically con- 
sulting the look-up table further comprises storing 
the look-up table in a database coupled over a net- 
work to at least one of a system manager terminal 30 
and a scrp distributor terminal. 

51. The method of claim 48, wherein automatically 
determining the balance portion for the sponsoring 
organization account further comprises automati- ss 
cally deducting a previously received percentage of 
the transaction amount from the balance portion for 
the sponsoring organization account 

52. A system for performing a transaction between a 40 
merchant and a member with electronic scrip, com- 
prising: 

means for receiving information related to the 
transaction between the merchant and the 45 
member, including a transaction amount; 
means associated with the information receiv- 
ing means for automatically debiting an 
account of the member by the transaction 
amount; so 
means associated with the information receiv- 
ing means for automatically crediting a prede- 
termined merchant portion of the transaction 
amount to an account of the merchant; and 
means associated with the information receiv- ss 
ing means for automatically crecfting a prede- 
termined balance portion of the transaction 
amount to at least one of a sponsoring organi- 



zation account and a scrip distributor account 

53. The system of ciaim 52. wherein the information 
receiving means further comprises a terminal. 

54. The system of claim 53. wherein the information 
receiving means further comprises a merchant ter- 
minal. 

55. The system of claim 54, wherein the information 
receiving means further comprises the merchant 
terminal coupled over a network to at least one of a 
system manager terminal and a scrip distributor ter- 
minal. 

56. The system of claim 55, further comprising a mem- 
ber scrip card readable by the merchant terminal. 

57. The system of claim 56, wherein the member scrip 
card further comprises at least one of a magnetic 
stripe scrip card and a smart card. 

58. The system of claim 52, wherein the debiting 
means further corrprises a merchant terminal cou- 
pled over a network to at least one of a system 
manager terminal and a scrip distributor terminal. 

59. The system of claim 58, wherein the debiting 
means further comprises a database storing the 
merriber account coupled over the network to at 
least one of the system manager terminal and the 
scrip manager terminal. 

60. The system of claim 59, wherein the member 
account further comprises at least one of a member 
scrip account, a member checking account, and a 
member savings account. 

61. The system of claim 52, wherein the means for 
crediting the merchant portion further comprises a 
database storing the merchant account coupled 
over a network to at least one of a system manager 
terminal and a scrip distributor terminal. 

62. The system of claim 61, wherein the means for 
crediting the merchant portion further comprises a 
look-up table of predetermined merchant percent- 
age for determining the merchant portion stored in 
the database. 

63. The system of claim 52. wherein the means for 
crediting the predetermined portion to the scrip dis- 
tributor account further comprises a database stor- 
ing the scrip distributor account coupled over a 
network to at least one of a system manager termi- 
nal and a scrip distributor terminal. 

64. The system of claim 63, wherein the means for 
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crediting the predetermined balance portion to the 
scrip distributor account further comprises a look- 
up table of predetermined scrip distributor percent- 
age for determining the scrip distributor portion 
stored in the database. s 

65. The system of claim 52, wherein the means for 
crediting the predetermined balance portion to the 
sponsoring organization account further comprises 

a database storing the sponsoring organization io 
account coupled over a network to at least one of a 
system manager terminal and a scrip distributor ter- 
minal. 

66. The system of claim 65, wherein the means for is 
crediting the predetermined balance portion to the 
sponsoring organization account further comprises 

a look-up table of predetermined sponsoring organ- 
ization percentage for determining the sponsoring 
organization portion stored in the database. 20 
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